Indicator 11: Reserves

Maintaining a healthy level of reserves allows a town to finance emergencies and other unforeseen needs, hold money for specific
future purposes, or in limited instances, to serve as revenue sources for the annual budget. Reserve balances and policies can also
positively impact the Town'’s credit rating and consequently its long-term cost to fund major projects.

Declining reserves as a percentage of a town's net operating revenue is considered a warning
indicator by credit rating agencies, and may indicate a declining ability to finance town obligations in the face of an emergency.
Reserves below 5-7% of revenues may be considered unfavorable. Ideally, town reserve levels should be set by policy.
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